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of debt or the transfer of securities from the debtor to the creditor country can only produce a temporary equilibrium. Such methods of paying a balance really make the permanent position of the debtor country worse than it was, since the incurring of debt or the transfer of securities makes it necessary to increase exports in future years.
It will thus be seen that when countries have the same Standard of Value, alterations in Prices and fluctuations in the Rate of Exchange provide the means by which the exchange of commodities for commodities is carried on in accordance with economic influences, and that there is a natural process by which Gold, when that metal is used as Currency, is automatically distributed throughout all Gold Standard countries in such proportions as may be required in each place.
When the countries have different Standards of Value, the respective scales of Prices in the two countries cannot be so adjusted as to conform to economic requirements, and equilibrium is secured by an alteration in the relative Value of the two Monetary Standards.
If the two countries have Gold as the Standard of Value, but one of them, as in India in the present day, does not use Gold as Currency, the adjustment of the scales of Price is not automatic, and artificial means, which I need not explain in this place, must be adopted to secure that result.